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Exhibit 53: AOL International Timeline

March 1, 1995: Joint venture with Bertelsmann announced to create European online
ventures

November 28, 1995: AOL Germany launched

January 31, 1996: AOL UK and AOL Canada launched

March 18, 1996: AOL France launched

- May 8, 1996: Formation of AOL Japan in a joint venture with Mitsui and Nikkei
April 15, 1997: AOL Japan launched
October 7, 1997: AOL and Bertelsmann announced plans to launch online service in

Australia

February 10, 1998: AOL and CIC announced plans to launch online service in Hong Kong
October 7, 1998: AQL Australia launched
December 15, 1998:  AOL and Cisneros Group announced Latin America joint venture
January 26, 1999 AOL surpassed 3 million international AOL and CompuServe members
September 28, 1999: AOL Hong Kong launched
October 14, 1999: AOL Germany became the first intemational AOL service to surpass

one million subscribers

November 16, 1999:  AOL Brasil launched

January 20, 2000: AOL Latin America filed a registration statement with the SEC for an
IPO

Source: Company reports

In the sections that follow we provide brief descriptions of the various international Internet
markets followed by projections for the AOL service in each market. There are several
points worth making about the assumptions behind our projections:

1. We believe there will be greater competition among ISPs internationally due largely to:
(1) the lack of a true market leader, as is the case in the U.S. (AOL); (2) a telephone fee
structure in some markets allowing carriers to subsidize low-cost (and free) ISP services;
and (3) earlier stage in development of the general online market, where brand loyalty
and differenttated content have yet to form. Therefore, we are projecting a lower
subscriber share for each of the international AOL joint ventures than the 40%~50%
shares we project for AOL domestically.

2. We believe subscription services will continue to drive international revenues, at least in
the near term. While we project the domestic AOL service will derive neatly 70% of its
total revenues from advertising and e-commerce by 2008 (up from an estimated 25%
this year), our 2008 revenue projections for most international territories call for a 40%—
50% revenue contribution from advertising/e-commerce.

3. We are modeling EBITDA margin expansion to the 7%0—15% range by 2003, reaching
20%~25% by 2005. Profitability gains should be driven by the company’s ability to (1)
leverage marketing and product development costs of its domestic service, and (2)
benefit from declining carrier costs in several markets as these markets deregulate and
become more open to competition.

4. We value the AOL international joint ventures on the same basis as we do the domestic
service (eight-year DCF analysis). We adjust our valuations by (1) assuming 2 terminal
growth rate 100200 bps faster internationally (due to the relative immaturity of the
markets) and adding a 50-100 bps risk premium to the assumed weighted average cost
of capital.
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Exhibit 54: AOL Canada Dial-Up Subscriptio ue Projections

AOL Canada
Subscribers (miltions):

Beginning 0.305 0.476 0.836 1.339 1.832 2.105 2.209 2.161 2.008 1.794
Gross Additions 0.200 0.400 0.600 0.700 0.630 0.567 0.482 0.410 0.348 0.296
Chum:

{% of Beginning Subscrbers) 9.5% 8.5% 11.5% 15.5% 19.5% 2.0% 24.0% 26.0% 28.0% 30.0%
Subscribers (0.029) (0.040) (0.096) (0.208) (0.357) (0.463) (0.530) (0.562)  (0.562)  (0.538)

Net Additions 0.171 0.360 0.504 0.492 0.273 0.104 (0.048) {0.152) (0.214) (0.242)

Ending 0.476 0.838 1.339 1.832 2105 2.209 2161 2.00¢ 1.794 1.552
% Change 75.5% 60.3% 36.8% 14.9% 4.9% 2.2% -7.0%  -10.7%  -13.5%

Average 0.391 0.656 1.088 1.586 1.968 2157 2.185 2.084 1.901 1.673

x Average Monthty Subscription Rate $17.00 $16.15  $1502  $13.97 $12.57  $11.31 $10.18 $9.16 $8.25 $7.42
% Change 0.0% -5.0% -7.0% -7.0% -10.0% -10.0% -10.0% -10.0% -10.0% -10.0%

Total AOL Subscription Revenues 79.7 1274 196.0 265.8 296.9 2928 266.9 229.2 188.2 148.0

% Change 59.5% 54.2% 35.6% 1M1.7% -1.4% -88% -14.1%  -17.8%  -20.8%

CompuServe Canada:
|Subscribers (mitlions):

Beginning 0.045 0.056 0.070 0.086 0.292 0.432 0.513 0.539 0.536 0.514
Gross Additions 0.014 0.020 0.0258 0.220 0.198 0.178 0.151 0.129 0.109 0.093
Chum:

(% of Beginning Subscribers) 10.0% 9.0% 12.0% 16.0% 20.0% 2.5% 24.5% 24.5% 24.5% 24.5%
Subscribers (0.005) __{0.008) .008) __(0.014) _ (0.058) (0.097) (0.126) (0.132) (0.131)  (0.126)

Net Additions 0.010 0.015 .017 0.206 0.140 0.081 0.026 {0.003) (0.022) (0.033

Ending 0.085 0.070 .086 0.292 0.432 0.513 0.539 0.536 0.514 0.481
% Change 21.7% 23.9% 239.1% 47.7% 18.8% 5.0% -0.6% -4.1% -6.4%

Average 0.050 0.082 0.078 0.189 0.362 0.472 0.526 0.537 0.525 0.497

x Average Monthly Subscription Rate $15.00 $1455 $14.11 $13.41 $1247  $11.47  $1032 $9.29 $8.36 $7.53
% Change 1.0% -3.0% -3.0% -5.0% -7.0% -8.0% -100% -10.0%  -10.0%  -10.0%

Total CompuServe Subscription Revenues 9.0 10.8 13.2 30.5 542 85.0 65.2 59.9 526 449

% Change 21.0% 21.8%  130.9% 77.9% 20.0% 0.2% 8.1%  -12.1%  -14.7%

Source: Credit Lyonnais Securities estimates
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Exhibit 55: AOL Canada Broadband Subscription

o SR LR R ...
Broadband ACL PC
Canadian HHs Passed by Cable 8.0 8.2 8.4 8.6 8.7 8.8 8.9 9.0 9.1
% Affiliated with AOL 5.0% 7.0% 12.0% 50.0% 65.0% 75.0% 80.0% 83.0% 85.0%:
AOL-Affiliated HHs Passed 04 06 1.0 43 5.7 6.6 71 7.5 77
Percent Upgraded for HSD 60.0% 70.0% 80.0% 85.0% 90.0% 92.0% 93.0% 94.0% 95.0%
Upgraded MSQ Universe 0.2 0.4 0.8 37 5.1 6.1 6.6 7.0 7.3
Subscribers
Beginning 0.000 0.000 0.0t2 0.056 0.366 0.665 0.975 1.195 1.476
Additions 0.002 0.012 0.044 0.310 0.299 0.310 0.220 0.282 0.177
Ending 0.002 0.012 0.056 0.366 0.665 0.975 1.195 1.476 1.653
Average 0.001 0.006 0.034 0.211 0.516 0.820 1.085 1.335 1.565
% Penetration of Upgraded MSO Homes Passed 1.0% 3.0% 7.0% 10.0% 13.0% 16.0% 18.0% 21.0% 22.5%)|
Average Monthly Subscription Fee $39.95 $38.75 $36.81 $34.24 $31.50 $28.35 $25.51 $22.96  $20.67
% Change -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0% -10.0%
Total Subscription Annual Suscription Payments 0.6 28 15.1 86.8 1949 279.0 332.1 367.9 388.0
x 30% = AOL Cable Modem Broadband PC Revenues 0.2 0.8 4.5 26.0 58.5 83.7 99.6 1104 116.4
% Change 387.2%  440.1% 473.5% 124.5% 43.1% 19.1% 10.8% 5.5%;
AOL DSL Canada:
Canadian HHs 100 10.1 10.2 10.3 10.4 105 10.6 10.7 108
% Coverage via Bell Nexxia 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0%
Bell Nexxia Coverage 9.0 9.1 9.2 9.3 94 9.5 9.6 96 9.7
% DSL Coverage 25.0% 45.0% 60.0% 70.0% 75.0% 80.0% 83.0% 85.0% 87.0%
DSL Homes Passed 23 4.1 5.5 6.5 7.0 7.6 79 8.2 85
Subscribers
Beginning 0.000 0.000 0.072 0.179 0.406 0.667 0.889 1.051 1.210
Additions 0.023 0.072 0.107 0.227 0.262 0.222 0.162 0.159 0.126
Ending 0.023 0.072 0.179 0.406 0.667 0.889 1.051 1.210 1.338
Average 0.011 0.036 0.125 0.292 0.536 0.778 0.970 1.130 1.273
% Penetration of DSL Homes Passed 1.0% 1.8% 3.3% 6.3% 9.5% 11.8% 13.3% 14.8% 15.8%,
Average Monthly Subscription Fee $42.00  $40.74 $38.70 $3599  $33.11 $20.80  $2682  $24.14 $21.73
% Change -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0%  -10.0%)
Total S iption Annual ip Payments 5.7 17.5 58.2 126.3 213.2 278.3 3122 3274 33t.8
x 30% = AOL DSL Broadband PC Revenues 1.7 §2 175 379 64.0 83.5 93.7 98.2 99.5
% Change 2086% 2326%  117.0% 68.8% 30.6% 12.2% 4.9% 1.3%|
AOL TV:
Internet-TV Houssholds (CLS estimates and Next Century Media) a5 08 1.2 16 23 3.2 39 4.5 4.9
% of TV Households 5.0% 8.0% 12.0% 16.0% 22.0% 30.0% 37.0% 42.0% 45.0%)
ACOL TV:
Subscribers:
Beginning 0.000 0.008 0.032 0.086 0.247 0.435 0.662 0.903 1.081
Additions 0.100 0.025 0.053 0.162 0.188 0.227 0.241 0.177 0.089
Ending 0.008 0.032 0.086 0.247 0.435 0.662 0.903 1.081 1.169
Average 0.004 0.020 0.059 0.166 0.341 0.549 0.783 0.992 1.125
% of Total Canadian Internet-TV Households 1.5% 4.0% 7.0% 15.0% 19.0% 21.0% 23.0% 24.0% 24.0%
Average Monthly Subscription Fee $30.00  $30.00 $28.50 $27.08  $25.72 $24.44  $2272  $21.13 $19.65
Total Subscription Annual S iption Pay 1.4 7.2 20.2 54,1 105.3 160.8 2135 2516 265.4
X 30% = AOL TV Revenuss 0.4 22 6.1 16.2 316 43.3 64.0 75.5 79.5
% Change 4309%  181.5%  168.0% 94.7% 52.8% 32.7% 17.9% 5.5%|
Consolidated Company-Wide Subscription Revenues 88.6 140.2 2174 324.3 4312 511.9 547.5 546.5 524.9 489.5
% Change 58.2% 55.1% 49.1% 33.0% 18.7% 7.0% 0.2% -3.9% -6.7%|
Total Ending Subscribers
Dial-Up AOL 04 0.7 1.1 1.6 20 22 2.2 21 1.9 17
Dial-Up CompuServe 0.0 0.1 0.1 02 04 05 05 Q.5 0.5 05
AOL Broadband PC 00 0.0 0.1 0.2 0.8 1.3 19 22 2.7 3.0
AOL Broadband TV 0.0 0.0 9.0 0.1 0.2 0.4 0.7 0.9 1.1 1.2
Total Subscribers 04 0.7 13 21 33 44 5.2 58 6.2 83
% Change 65.3% 76.1% 63.6% 59.8% 31.3% 19.1% 10.2% 7.3% 2.2%

Source: Credit Lyonnais Securities estimates
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Exhibit 56: AOL Canada Advertising and E-Commerce Revenue Projections
: ; e i T d

Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.440 0.734 1227 1.994 3.001 4.022 4.857 5459 5.884 6.133
x Average Monthly User Sessions per Average Subscriber 11.0 1.9 128 13.9 145 15.3 16.0 16.8 1.7 18.6
x Average Page Views per Session 9.0 95 9.9 10.4 10.9 11.4 1.8 12.3 12.8 133
x 12 = Total Page Views in AOL/CompuServe Subscription Areas 523.0 9889 18748 34537 57311 B3894 110629 135775 15979.6 18,188.9
Non-Subscription Areas
Aggregate Average Monthly Unigue Visitors 3.0 32 3.5 38 41 4.3 46 48 51 53
x Average Monthly User Sessions per Unique Visitor 33 34 36 39 4.1 43 4.5 47 4.9 5.2
x Average Page Views per Session 7.0 76 79 83 8.8 9.1 9.5 9.8 10.2 10.6
x 12 = Total Page Views in Non-Subscriber Areas 819.0 1,003.0 11943 1,462.7 1,741.7 20160 23336 26757 30679 35177
Total AOL Page Views 13420 19919 30691 49165 74728 104054 133964 16,253.2 19,0475 21,7066
x Advertising Revenues Per Page View (+10% Yr) $5.00 $6.50 $8.13 $9.75 $11.70 $1346  $1453 $1569  $16.95 $18.31
Total Advertising Revenues 87 129 249 479 874 140.0 194.7 255.1 3228 397.3
% Change 93.0% 92.6% 92.2% 82.4% 60.1% 39.0% 31.0% 26.6% 23.1%
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page Views on Commerce Sites 20 40 17 147 26.2 416 60.3 81.3 104.8 130.2
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 255% 28.5% 27.5% 28.5%|
= Total E-Commerce Purchases 04 08 16 33 6.1 10.2 15.4 215 28.8 371
x Average Purchase/Download Price $25.00 $26.00 $26.78  $27.58 $28.41 $29.26 $30.14  $31.05 $31.98 $32.94
= Total E-Commerce Purchases (§ millians) 101 21.2 44.2 915 1746 2084 463.3 668.6 9212 1225
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AQL E-Commerce Fees 1.0 21 44 9.2 17.5 298 463 66.9 921 1223
% Change 111.0% 108.0% 107.2% 90.8% 70.9% §5.3% 44.3% 37.8% 32.7%
Total Advertising and E-Commerce Fees 1.7 15.4 294 571 1048 160.8 2410 3219 415.0 519.6
% Change 95.3% 94.8% 4.5% 83.7% 61.9% 41.9% 33.6% 28.9% 25.2%

Source: Credit Lyonnais Securities estimates

Exhibit 57: AOL Canada Income Statement Projections

Revenues:
Subscription
Dial-Up AOL 79.7 1271 196.0 265.8 298.9 29238 266.9 229.2 188.2 149.0
Dial-Up CompuServe 9.0 108 13.2 30.5 54.2 65.0 65.2 59.9 52.8 449
Cable AOL Plus 0.0 0.2 0.8 45 26.0 58.5 83.7 99.6 1104 116.4
DSL AOL Plus 0.0 1.7 5.2 17.5 379 64.0 835 93.7 98.2 99.5
AOL TV 0.0 0.4 2.2 6.1 16.2 31.6 483 64.0 75.5 796
Total Subscription Revenues 88.6 140.2 2174 3243 4313 511.9 547.5 5465 524.9 489.5
Advertising, E-Commerce Fees and Other Revenues
Advertising 8.7 129 249 479 874 140.0 1947 2551 38 397.3
E-Commerce 1.0 2. 4.4 9.2 17. 29. 46.3 66.9 92.1 122.3
Total Advertising and E-Commerce Fees 7.7 15. 29.4 57. 104. 168. 2410 3219 415.0 519.6
Total Consolidated AOL Canada Revenues 96.3 155.2 246.8 381.4 538. 681. 788.5 868.4 939.9 1,000.1
% Change 61.2% 58.9% 54.5% 40.6% 27.1% 15.7% 10.1% 8.2% 7.4%
Costs of Revenues (62.6) (98.3) {145.6) {217.4} {297.6) {368.1) {415.9) {447.2) (474.6) (499.5);
Gross Profit 3.7 §9.0 101.2 164.0 2386 3136 3726 4212 4652 509.6
% Margin 35.0% 38.0% 41.0% 43.0% 44.5% 46.0% 47.3% 48.5% 49.5% 50.5%
% Change 75.0% 71.5% 62.1% 45.5% 31.4% 18.8% 13.0% 10.5% 9.5%
Other Operating Costs:
Sales and Marketing (19.8) 29.7) (44.7) (65.4) (71.9) (79.1) (87.0) (94.0)  (101.5)  {109.7)
Sales and Marketing per Average Analog Subscriber ($45.00) ($40.50) ($36.45) ($32.81) ($27.88) ($23.70) ($22.04) (320.94) ($20.31) ($19.91)
Product Development (10.1) (12.4) (16.0 (19.1) (21.4) (22.2) (21.1) (19.5) (16.4) (12.6)
General and Administrative {14.5) (17.3) (19.4) (21.4) {23.5) (25.8) 27.7) (29.3) (31.1) (32.9)
Total (44.9) (58.5) (80.2) (105.8) (118.9) (127.1) (1364) (142.8) (149.1) (155.2)
|EBITDA {10.M} (0.5) 21.0 8.2 1217 186.4 236.2 2183 316.2 354.4
% Margin -11.1% 0.3% 8.5% 15.3% 22.7% 27.3% 30.0% 32.0% 33.6% 35.1%
% Change 4416.1% 177.1%  109.2% 53.2% 26.7% 17.8% 13.6% 12.1%
Depraciation and Amortization (5.9) {10.7) (16.3) (22.1) (27.0} (29.2) {30.2) (31.3) (32.3) (330
Operating Income (16.6) (11.2) 47 3.1 94.7 187.2 206.0 247.0 2839 3214
% Margin -17.2% -7.2% 1.9% 9.5% 17.7% 23.1% 26.1% 28.4% 30.2% 31.8%
% Change -328% -142.0% 669.7%  162.6% 66.1% 31.0% 19.9% 15.0% 13.2%,
Net Interest Expense (.4) 0.6 {0.7) {0.5) 24 87 18.5 31.1 46.4 84.4
Pretax Income (17.9) (10.8) 3.9 355 971 165.9 224.5 278.0 330.3 385.8
% Margin -18.6% -6.8% 1.6% 9.3% 18.1% 24.3% 28.5% 32.0% 35.1% 38.2%
% Change -40.9% -137.2%  802.0%  173.2% 71.0% 35.3% 23.8% 18.8% 16.8%,

Source: Credit Lyonnais Securities estimates
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Exhibit 58: AOL Canada Margin Analysis

Gross Margin 35.0% 38.0% 41.0% 43.0% 44.5% 46.0% 47.3% 48.5% 49.5% 50.5%]
Operating Costs as a % of Revenues
Sales and Marketing 20.6% 19.1% 18.1% 17.1% 134% 11.6% 11.0% 10.8% 10.8% 10.9%
Product Development 10.5% 8.0% 6.5% 5.0% 4.0% 3.3% 2.8% 2.3% 1.8% 1.3%,
General and Administrative 15.0% 11.2% 7.9% 5.6% 4.4% 3.8% 35% 3.4% 3.3% 3.3%
Total 46.1% 38.3% 32.5% 27.7% 21.8% 18.7% 17.3% 16.5% 15.9% 15.4%)
EBITDA Margin -11.1% -0.3% 8.5% 15.3% 22.7% 27.3% 30.0% 32.0% 33.6% 35.1%;

Source: Credit Lyonnais Securities estimates

Exhibit 59: AOL Canada Cash Flow Projections

Pretax income (17.9) (10.6) 39 355 971 166.9 2245 278.0 3303 385.8
Depreciation and Amortization 5.9 10.7 16.3 221 27.0 29.2 30.2 31.3 323 33.0
After-Tax Cash Flow (12.0) 01 202 57.6 1241 195.2 254.7 3094 3626 418.8
Capital Spanding (225 (28.1) (33.8) (38.8) (35.0) {(30.0) (30.0) (30.0) (30.0) {30.0)
Free Cash Flow (34.5) (28.0) (13.5) 18.8 89.1 168.2 2247 2794 332.8 3888
Net Debt:

Baeginning 0.0 255 (2.6) {16.1) 27 918 2570 4818 761.0 1,093.5

Ending (34.5) (2.6) (16.1) 2.7 91.8 257.0 481.6 761.0 11,0935 14823

Avm (17.3) 11.4 {8.3) {8.7) 47.3 174.4 369.3 621.3 927.3 12879

Source: Credit Lyonnais Securities estimates

Exhibit 60: AOL Canada Depreciation Schedule

7.0 28.1 50.6 1136 126.7 1313

25 28.1 338 . 30.0 . 30.0 30.0

jon (5.9) (10.7) (16.3) 2. (27.0)  (29.2) (302) (313 (32.3) (33.0)
Source: Credit Lyonnais Securities estimates
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em————

% Change
Assumptions.

Terminal Growth Rate
WACC

Terminal

Years to Discount

Present Value of FCFF

Sum of Present Value or FCFF Stream

Present Value of Terminal Value 50398 57453 65497 74666 85119 97036 11,0621 126108 14376.3 16,389.0
Ending Net Cash (Debt) M. 2.6) 16.1 2.7 91.8 257.0 481.6 7610 10935 14823
Net Present Value 55393 43%5 73028 83608 95079 109024 125318 142420 16,1435 18,260.1

% Change 15.3% 14.3% 14.5% 14.8% 14.5% 14.0% 13.6% 13.4% 13.1%

Exhibit 61: AOL Canada DCF Valuation

Free Cash Flow (34.5) {28.0) {13.9) 18.8 89.1 165.2 224.7 279.4 332.6 388.8
Add: After-Tax Interest (0 if Average Net Cash Position) 1.4 0.0 07 0.5 0.0 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) {33.2) {28.0) {12.8) 19.4 831 165.2 224.7 279.4 3326 388.8

360.2% 85.4% 36.0% 24.4% 19.0% 16.9%

11.5%
141%
38.5x
Q 1 2 3 4 5 6 7 8 kEl
0 1 2 3 4 5 [ 7 8|
0 1 2 3 4 5 6 7|
0 1 2 3 4 5 8|
0 1 2 3 4 5|
0 1 2 3 4
0 1 2 3|
0 1 2
o 1
Q|
(33.2) {24.6) (9.8) 13.1 §2.7 85.8 102.3 11186 116.6 119.6
(28.0) (11.2) 149 60.1 97.8 116.7 127.3 132.9 136.3
{12.9) 17.0 88.5 1115 133.0 145.1 1515 155.4
194 78.1 127.1 151.6 165.4 172.7 17714

89.1 1449 1729 188.6 196.9 2019
165.2 197.1 2150 2245 2302

2247 245.1 255.9 2624

2794 2917 209.2

3328 3410

388.8

534.1 648.7 769.2 88t1.5 9942 10318 988.0 870.2 673.6 388.8

Source: Credit Lyonnais Securities estimates

Europe

Growth of the Internet in Europe has been relatively uneven thus far due to cultural,
regulatory, and economic differences among its countries. The most highly penetrated
European markets thus far are located in the western and northern areas of the continent.
We attribute this to: (1) a2 more competitive telecommunications environment, allowing for
lower access; (2) wealth distribution skewed to the north and west; and (3) generally earlier
acceptance of technology in the north. For example, according to the Computer Industry
Almanac, Sweden is the most highly penetrated country in the world, with an estimated
43.3% of the country’s population online in 1999.

Most of the available literature puts the stage of development of the Internet in Europe 2-3
vears behind that in the U.S. Most projections call for growth in European Internet usage,
advertising and e-commetce to outpace that in the U.S. over the next five years, due
primarily to continued communications cost decreases, greater access to capital (both
venture capital and public equity activity has picked up dramatically over the past year) and
the proliferation of access devices. PC prices in several European markets are below those
in the U.S., and wireless access and interactive TV-based Internet access have already gained

momentum in Europe.

We present our AOL Europe projections below. Due mostly to domestic competitors
which are aligned with telephony carriers, AOL has not yet been able to attain a dominant
position in Europe. For example, AOL UK was overtaken as the leading British ISP by
FreeSetve only four months after launch of its free service. While AOL has countered with
a value brand in Netscape, the FreeServe example shows how tenuous the competitive
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landscape is in Europe. In its largest European market, AOL is currently significantly
behind the T-Online service of Deutsche Telekom (over 3 million subscribers for T-Online
versus just over | million for AOL Germany).

Exhibit 62: AOL Europe Subscriber Projections

Year-end Subscribers
Germany 0.953 1.353 1.853 2.553 3.253 3753 4.153 4.453 4.753 5.0583
UK
AQOL 0.795 1.185 1.695 2.095 2.445 2745 3.045 3.295 3.545 3.795
Netscape 0.000 0.350 0.700 1.050 1.400 1.750 2.100 2450 2.800 3.150
France 0.465 0.865 1.265 1.666 2015 2315 2615 2.865 3.115 3.365
Other Europe Temitories 0.150 0.300 0.700 1.300 1.900 2.440 2.926 3363 3757 4.111
CompuServe (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1.365
Total AOL Europe Subscribers 3.188 4.988 7.228 9.759 12.181 14.230 16.112 17.737 19.311 20.839
Proportionate Subscribers
Gemany 0857 1.217 1.667 2297 2927 3377 3.737 4.007 4.277 4.547
UK
AOL 0.795 1.195 1.695 2.095 2.445 2.745 3.045 3.285 3.545 3.795
Netscape 0.000 0.350 0.700 1.050 1.400 1.750 2.100 2.450 2.800 3.150
France 0.209 0.389 0.569 0.749 0.907 1.042 1177 1.289 1.402 1.514
Other Europe Teritories 0.150 0.300 0.700 1.300 1.900 2.440 2926 3.363 3757 4.1
CompuServe (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1311 1.341 1.365
Total AQL Europe Subscribers 2. 377 .. . 10. X 14.259 .7 17122  13.483

Source: Credit Lyonnais Securities estimates
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Exhibit 63: AOL Europe Proportionate Projection Summary

Revenues:
UK 207.5 3348 535.8 7821 1.046.6 13113 1.605.9 19533 23588 28578
Germany (80%) 2224 306.9 4236 546.9 702.8 865.7 10200 11860 13794 16166
France (45%, includes CompuServe France) 320 62.0 100.9 140.4 180.0 216.5 2519 290.3 3306 3804
Other Europe 46.3 89.0 199.3 401.3 647.6 8858 1.110.2 1,339.0 1,570.8 18176
CompuServe Europe 229.9 281.2 325.0 363.8 390.7 4134 434.0 456.8 472.0 491.4
Total Consolidated AOL Europe Revenues 7381 10739 15846 22346 29677 36926 44220 52255 61116 7,1630
% Change 45.5% 47 6% 41.0% 32.8% 24.4% 19.8% 18.2% 17.0% 17.2%
[EBITDA:
UK (7.4) {(3.8) 284 86.1 165.9 262.2 381.1 522.4 700.7 933.6
Germany (90%) 9.8 14.0 41.7 722 1184 1755 236.1 309.5 397.6 509.8
France {46%, includes CompuServe France) (2.8) (0.0) 64 16.3 28.7 412 55.2 723 90.3 1136
Other Europe (4.0) (2.4) 87 374 820 129.7 183.0 246.0 377 401.3
CompuServe Europe 9.7 29.1 446 61.3 75.3 90.6 102.1 115.3 126.0 139.0
Total Consolidated AOL Europe EBITDA 5.3 36.9 129.9 2733 470.3 699.2 9576 12656 11,6324 20973
% Margin 0.7% 3.4% 8.2% 12.2% 15.8% 18.9% 21.7% 24.2% 26.7% 29.3%
% Change §94.4% 2561.5% 1104% 72.1% 48.7% 37.0% 32.2% 29.0% 28.5%
Operating income:
UK (43.6) (42.2) (17.3) 32.0 103.7 194.4 308.9 446.7 622.1 8528
Germany (90%) (27.0) (27.4) (7.5) 178 62.0 116.9 1757 247.7 334.7 446.0
France {45%. includes CompuServe France) (4.9} (3.2) 10 8.1 21.0 329 46.4 63.1 808 103.8
Other Europe (20.7) (18.2) (8.6} 17.4 81.8 109.0 161.8 2245 295.9 379.3
CompuServe Europe 7. 6.4 18.1 33.2 47.2 61.9 729 85.7 96.0 108.8
Totat C i d AOL Europe O ing I {103.8) {84.6) {14.2) 109.5 295.7 518.1 7658 10676 14296 18906
% Margin -14.1% -7.9% -0.9% 4.9% 10.0% 13.9% 17.3% 20.4% 23.4% 26.4%
% Change -185% 83.2% -868.9%  170.1% 74.2% 48.7% 39.4% 33.9% 32.2%
Net income:
UK (45.2) (47.8) (27.1) 203 95.3 196.0 3232 481.0 685.7 957.7
Germany (90%) (28.0) (31.0) (13.1) 124 60.4 1210 188.3 2726 376.7 5111
France (45%, inciudes CompuServe France) {5.2) 4.3) (0.8) 7.3 201 337 49.2 68.9 90.6 118.8
Other Europe (21.2) (19.9) (11.8) 14.1 61.6 1133 1734 248.7 3327 4354
CompuServe Eurcpe (8.8) 3.7 15.4 323 48.7 66.4 81.3 98.8 114.6 133.8
Total C i d ADL Europe Net | (108.4) {99.2) (37.3) 8.4 2862 530.3 8154 11,1679 16004 21568
% Margin -14.7% 8.2% -2.4% 3.9% 96% 14.4% 18.4% 22.3% 26.2% 30.1%
% Change -85% -624% -3315% 231.3% 85.3% 53.8% 43.2% 37.0% 34.8%
Free Cash Flow:
UK (40.1) {59.6) (45.7) {0.5) 82.5 188.7 3204 4817 689.3 963.6
Germany (90%) (25.9) {36.8) {15.8) 218 718 1346 203.7 2894 394.6 5299
France (45%, includes CompuServe France} {7.9) (10.4) (7.4) 55 1838 33.0 49.0 88.1 91.1 1196
Other Europe (12.9) (17.4) (18.3) 14.9 62.7 114.9 175.5 249.1 3354 4383
CompuServe Europe .8 40.9 {17.3) 24.2 79.7 149.5 226.3 3215 438.5 588.8
Total Consolidated AOL Europe Free Cash Flow (118.7)  (165.2)  (104.4) 65.9 3155 620.7 9749 14108 19490 2,640.2
NPV
UK 10,024.2 11,4176 13,0459 14,9331 17,1139 19,803.9 224361 256313 29,230.0 33,273.6
Germany (90%) 55364 63067 72208 82758 94831 10,8585 12409.t 14,1541 16,1104 183007
France (45%, includes CompuServe France) 14419 16432 18790 2,157.6 24729 28299 3,2331 3.687.7 41954 47648
Other Europe 57447 65473 74678 85523 97963 112069 128002 14,5966 16,611.9 18867.1
CompuServe Europe 11628 13485 15602 18039 20684 23641 26872 30448 34350 38652
Total Proportionate AOL Europe NPV 23,909.8 27,2633 31,173.7 35,7226 40,9346 48,3843 535657 61,1145 69,5828 79,0713
AOL's 50% 11,954.9 13,6317 155868 17,8613 20,467.3 23,4321 26,7829 30,557.2 34,7914 39,5356

Source: Credit Lyonnais Securities estimates
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AOL Germany

Exhibit 64: AOL Germany Subscription Revenue Projections

Subscription Revenues:
Subscribers (millions):
Beginning 0.678 0.953 1.353 1.853 2553 3.253 3.753 4.153 4.453 4.753
Additions 0.275 0.400 0.500 0.700 0.700 0.500 0.400 0.300 0.300 0.300
Ending 0.953 1.353 1.853 2.553 3.253 3.753 4.153 4.453 4.753 5.053
Average 0.815 1.153 1.603 2203 2.903 3.503 3.953 4.303 4.603 4.903
x Average Monthly Subscription Rate $5.13 $5.00 $4.85 $4.66 $4.42 $4.11 $3.78 $3.41 $3.07 $2.76
% Change -2.5% -3.0% -4.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0%
Total AOL Subscription Revenues 50.2 69.2 93.3 123.1 154.1 1729 179.5 1759 169.3 1623
% Change 37.8% 34.9% 31.9% 25.2% 12.2% 38% -2.0% ~3.7% -4.1%
Access Surcharge:
Average Subscribers 0.815 1.153 1.603 2.203 2.903 3.503 3.953 4.303 4.603 4.903
Average Daily Connections 08 0.9 1.0 1.0 11 1.1 1.2 12 13 13
Average Monthly Connections per Average Subscriber 24.0 27.0 28.5 30.0 315 330 345 36.0 375 39.0
x 12 = Annual Subscriber Cannections (mm) 288.0 324.0 3420 360.0 378.0 396.0 414.0 432.0 450.0 468.0
x Average Monthly Subscription Rate $0.00 $0.03 $0.03 $0.03 $0.03 $0.02 $0.02 $0.02 $0.02 $0.02
% Change -5.0% -5.0% -5.0% 5.0% -5.0% -5.0% -5.0% -5.0%)|
Total AOL Access Revenues 0.0 116.6 117.0 117.0 116.7 116.1 1153 1143 131 1118
% Change 0.3% 0.0% -0.2% -0.5% 0.7% -0.8% -1.0% <1.2%)
ICarrier Fees:
Oid Plan
Usage:
Average Monthly Connections per Average Subscriber 240
x Average Duration of Connection (Minutes) 15.0
= Average Usage per Subscriber Per Month 360.0
x Average Monthly Subscription Rate Per Hour (-3% per Yr) $2.56
x 12 = Annual Carrier Fees 184.7
New Plan
Usage:
Average Monthly Connections per Average Subscriber 270 285 30.0 315 33.0 345 36.0 375 390
x Average Duration of Connection (Minutes) 18.0 270 31 M2 376 394 414 435 45.7
= Average Usege per Subscriber Per Month 486.0 769.5 9315 10759 12398 13610 14912 1,631.0 1.781.0
x Average Monthly Subscription Rate Per Minute (-3% per Yr} $0.02 $0.02 $0.02 $0.02 $0.02 $0.02 $0.01 $0.0t $0.01
x 12 = Annual Carmier Fees 116.6 1754 2018 2214 2424 252.7 263.1 2734 2836
% Change -36.8% 50.4% 15.0% 9.7% 9.5% 4.3% 4.1% 3.9% 3.7%
Totat AOL Germany Subscription Revenues 234.8 302.4 388.7 4418 4921 5314 547.6 5§53.3 555.8 557.7
% Change 28.8% 27.5% 14.5% 11.4% 8.0% 3.0% 1.0% 0.5% 0.3%)
Equivalent Flat Monthly Fee $24.01 $21.87 $20.06 $16.72 $14.13 $12.64 $11.54 $10.72 $10.06 $9.48
I % Change -8.9% 8.3%  -16.7% -15.5% -10.5% -8.7% -7.2% -6.1% -5.8%

Source: Credit Lyonnais Securities estimates
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Exhibit 65: AOL Gennany Advertising and E-Commerce Revenue Projections

Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.815 1.153 1.603 2203 2903 3.503 3.953 4.303 4.603 4.903
x Average Monthly User Sessions per Average Subscriber 24.0 27.0 285 300 315 33.0 345 36.0 375 39.0
x Average Page Views per Session 12.0 12.6 13.2 13.9 146 15.2 15.8 16.4 171 17.7

x 12 = Total Page Views in AOL/CompuServe Subscription Areas ~ 2,8166  4,7050  7,250.8 11,0146 16,003.0 21,0400 258153 30.496.0 353409 407163

Non-Subscription Areas

Aggregate Average Monthly Unigue Visitors 1.0 1.1 1.2 1.3 14 1.4 1.5 16 1.7 18

x Average Monthly User Sessions per Unique Visitor 35 3.7 39 42 44 4.6 48 51 53 56

x Average Page Views per Session 7.0 78 79 8.3 88 9.1 95 98 10.2 10.6

x 12 = Total Page Views in Non-Subscriber Areas 294.0 360.1 428.7 525.1 625.2 7237 837.7 960.5 1,101.3 1,262.8

Total AOL Page Views 3,108 5,065.0 7679.5 115396 16628.2 21,763.7 26,653.0 31,4565 364422 419791

x Advertising Revenues Per Page View (+10% Yr) $6.50 $8.45 $10.56 $12.68 $14.58 $16.03 $17.32 $18.70 $20.20 $21.81
Total Advertising Revenuss 20.2 4228 81.1 148.3 2424 349.0 4615 588.3 736.1 915.7
% Change 1M11.7% 89.5% 80.3% 85.7% 44.0% 32.3% 27.5% 25.1% 24.4%;

E-Commerce Fees:

Commerce Site Page Views—% of Total Annual Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%|
Page Views on Commerce Sites 4.7 10.1 19.2 34.6 58.2 87.1 119.9 1573 200.4 2519
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%

= Total E-Commerce Purchases 0.9 2.1 4.1 7.8 137 21.3 30.6 417 55.1 718

x Average Purchase/Download Price $25.00 $26.00 $26.78 $27.58 $28.41 $29.26 $30.14 $31.05 $31.98 $32.94

= Total E-Commerce Purchases ($ milions) 233 540 110.5 2149 388.6 624.1 921.8 1,294.0 1,762.5 23643

x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E-Commerce Fess 23 54 11.4 1.5 8.9 624 92.2 129.4 176.3 236.4
% Change 131.4%  104.7% 94.4% 80.9% 60.6% 47.7% 40.4% 36.2% 34.1%]
Total Advertising and E-Commerce Fees 26 432 922 167.8 2812 4114 553.7 Mn.? $123 1,1522
% Change 113.7% 91.2% 82.0% 67.7% 46.3% 34.6% 296% 27.1% 26.3%,

Source: Credit Lyonnais Securities estimates

Exhibit 66: AOL Germany Income Statement Projections

Revenues:
Subscription 234.8 3024 385.7 441.8 4921 531.4 547.6 5§53.3 555.8 557.7
Advertising, E-Commerce Fees and Other Revenues
Advertising 20.2 428 81.1 146.3 2424 349.0 461.5 588.3 736.1 915.7
E-Commerce 2.3 54 11.1 215 389 624 92.2 1294 176.3 236.4
Total Advertising and E-Ct Fees 28 48.2 92.2 167.8 2812 4114 583.7 717.7 9123 1,452.2
Total Consolidated AOL Germany Revenues 2574 350.6 47738 609.5 7734 9427 1,113 1,270.9 1,468.1 1,709.8
% Change 36.2% 36.3% 27.6% 26.9% 21.9% 16.8% 15.4% 15.5% 16.5%)
Costs of Revenues (154.4) (205.1) {272.4) {338.3) (417.6) {494.9) {567.2) 641.8 (726.7) (829.3)
Gross Profit 103.0 1455 205.5 271.2 355.7 4478 534.1 629.1 741.4 880.6
% Margin 40.0% 41.5% 43.0% 44.5% 46.0% 47.5% 48.5% 49.5% 50.5% 51.5%
% Change 41.3% 41.2% 32.0% 31.2% 25.9% 19.3% 17.8% 17.8% 18.8%
Other Operating Costs:
Sales and Marketing (36.7) (59.6) (76.3) (96.5) {117.0} {134.1) (143.7) (148.7) (154.2) {159.4)
Sales and Marketing per Average Anaiog Subscriber ($45.00) ($51.75) ($47.61) ($43.80) ($40.30) (3$38.28) ($36.37) ($34.55) ($33.51) ($32.51)
Product Development (29.6) (36.8) (45.4) (53.3) (61.9) (70.7) {77.1) (82.6) (88.1) (94.0)
General and Administrative (25.7) (33.5) (37.5) (41.2) 45.3) {48.1) (50.9) {54.0) (57.2) {60.7
Total (92.0)  (129.9) (159.2) {191.0) _ (224.2) (252.9) 271.8) (285.3) {299.6) (314.1)
EBITDA 10.9 158 48.3 80.2 131.6 194.9 262.3 3438 441.8 566.5
% Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%
% Change 425%  197.0% 73.2% 64.0% 48.2% 34.6% 31.1% 28.5% 28.2%
Depreciation and Amortization {40.9) (46.1) (54.6) (60.4) {62.6) (65.1) (67.1} (68.7) (69.9) {70.9)
Operating Income (30.0) (30.5) (8.3) 19.8 68.9 129.8 195.3 275.2 371.9 495.5
% Margin -11.6% -8.7% A.7% 3.2% B.9% 13.8% 17.7% 21.7% 25.3% 29.0%
% Change 1.7%  -72.7% -338.0% 248.8% 88.3% 50.4% 40.9% 35.1% 33.2%
Net Interest Expense (12 (3.9) {6.3) {6.0) (1.8 4.6 14.0 27.7 46.7 72.4
Pretax |ncom| (31.1) (34.4) {14.6) 13.8 87.1 134.4 208.2 3029 418.6 567.9
% Margin -12.1% -9.8% -3.1% 2.3% 8.7% 14.3% 19.0% 23.8% 28.5% 33.2%
% Change 10.6% 57.6% -194.5% 3874%  100.3% 55.6% 44.7% 38.2% 35.7%

Source: Credit Lyonnais Securities estimates
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Exhibit 67: AOL Germany Margin Analysis

Gross Margin 40.0% 41.5% 43.0% 445% 46.0% 47.5% 48.5% 49.5% 50.5% 51.5%
Operating Costs as a % of Revenues
Sales and Marketing 14.2% 17.0% 16.0% 15.8% 15.1% 14.2% 13.1% 1.7% 10.5% 9.3%
Product Development 11.5% 10.5% 9.5% 8.8% 8.0% 7.5% 7.0% 6.5% 6.0% 5.5%
General and Administrative 10.0% 9.5% 7.8% 6.8% 5.9% 5.1% 4.6% 4.2% 3.9% 3.5%
Total 35.7% 37.1% 33.3% 31.3% 29.0% 26.8% 24.7% 22.4% 20.4% 18.4%
|EBITDA Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%)

Source: Credit Lyonnais Securities estimates

Exhibit 68: AOL Germany Cash Flow Projections

L
Pretax Income (31.1) (34.4) {14.6) 138 67.1 1344 209.2 302.9 418.6 567.9
Depreciation and Amortization 40.9 46.1 54.6 60.4 62.6 65.1 67.1 68.7 69.9 70.9
After-Tax Cash Flow 9.8 1.7 40.0 74.2 129.7 199.5 276.3 3715 488.5 638.8
Capital Spending (38.6) (52.6) (57.3) {50.0) {50.0) (50.0) (50.0) (50.0) (60.0) (50.0)
Free Cash Flow (28.8) (40.9) (17.3) 24,2 79.7 149.5 226.3 ns 438.5 588.8
Net Debt:
Beginning 0.0 (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 7142 1,152.7
Ending (28.8) {69.8) 87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7 1,741.6
Ave@e (14.4) (49.3) (78.4) (75.0) {23.0) 91.6 279.6 553.5 933.5 1,447.1

Source: Credit Lyonnais Securities estimates

Exhibit 69: AOL Germany Depreciation Schedule

Beginning PP&E 125.0 138.6 163.5 188.1 2005 210.4 218.3 224.7 229.7 233.8
Capital Spending 38.6 52.6 57.3 50.0 50.0 50.0 50.0 50.0 50.0 50.0
Acquired PP&E
Depreciation (40.9) (46.1)  (54.6)  {60.4)  (62.6) (65.1) (67.1) (68.7) {69.9) (70.9)

Source: Credit Lyonnais Securities estimates
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Exhibit 70: AOL Germany DCF Valuation

P
Free Cash Flow (28.8) (40.9) (17.3) 242 79.7 1495 226.3 3215 4385 588.8
Add: After-Tax Interest (0 if Net Cash) 1.2 3.9 6.3 6.0 1.8 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) (27.7) (37.0) (11.0) 30.2 81.6 149.5 226.3 321.5 438.5 588.8
% Change 33.7% -70.2%  -373.8% 170.0% 83.3% 51.4% 42.1% 36.4% 34.3%
Assumptions:
Terminal Growth Rate 11.0%
WACC 14.6%
Terminal Muitiple 27.8x
Years to Discount [} 1 2 3 4 5 6 7 8 9
1 2 3 4 5 6 7 8
¢] 1 2 3 4 5 6 7
0 1 2 3 4 5 6
0 1 2 3 4 5
0 1 2 3 4
o] 1 2 3
0 1 2
0 1
0
Present Value of FCFF (27.7) (32.5) (8.5) 204 483 777 103.1 128.5 153.7 181.1
(37.0) 9.7 232 55.1 885 117.5 146.5 175.2 206.4
(11.0) 26.5 62.8 100.9 134.0 167.0 199.8 235.3
302 715 1151 152.8 190.4 2277 268.3
816 131.2 174.1 217.0 259.6 305.8
149.5 198.5 2474 296.0 348.6
226.3 282.0 3374 3974
3215 384.6 453.1
4385 516.5
588.8
Sum of Present Value or FCFF Stream 644.1 765.8 915.2 1,055.9 1,169.3 1,240.1 1,243.2 1,169.2 955.0 588.8
Present Value of Terminal Value 55363 63114 71950 82022 93506 10,6596 12,1520 13,853.3 15,7927 18,003.7
Ending Net Cash (Debt) (28.8) (69.8) (87.1) (62.9) _16.9 166.4 392.7 714.2 1,152.7 1,741.6
Net Prasent Value 61516 70004 83,0231 9,195.3 10,5368 12,0861 13,7879 157268 17,9005 20,334.1
% Change 13.9% 14.5% 14.6% 14.6% 14.5% 14.3% 14.1% 13.8% 13.6%

Source: Credit Lyonnais Securities estimates
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AOL UK

Exhibit 71: AOL UK Subscription Revenue Projections

s
Subscription Revenues:
[Subscribers (miliions):
Beginning 0.510 0.795 1.195 1.695 2.095 2445 2.745 3.045 3.295 3.545
Additions 0.285 0.400 0.500 0.400 0.350 0.300 0.300 0.250 0.250 9.250
Ending 0.795 1.185 1.695 2.095 2.445 2745 3.045 3.295 3.545 3.795 |
Average 0.653 0.995 1.445 1.895 2270 2595 2.895 3.470 3.420 3670
Subscription Packages:
1) Standard Pricing
Monthly Fee $16.50 $16.50 $15.84 $15.05 $14.30 $13.29  $12.23 $11.25 $10.13 $9.1
% Change -4.0% -5.0% -5.0% -7.0% -8.0% -8.0%  -100%  -10.0%
Annual Rate $165.00 $16500 $158.40 $150.48 $142.96 $132.95 $122.31 $112.53 $101.28 $91.15
Subscriber Weighting
Monthly 90.0% 90.0% 89.0% 88.0% 87.0% 86.0% 85.0% 84.0% 83.0% 82.0%
Annual 10.0% 10.0% 11.0% 12.0% 13.0% 14.0% 15.0% 16.0% 17.0% 18.0%
Weighted Average Option 1 Monthly Price $16.23  $1823  $1555 $14.75 $13.99 $1298  $11.93 $10.95 $9.84 $8.84
2) Light-User Pricing
Hourly Rate for 1st 3 Hours $8.17 $7.76 $7.29 $6.78 $6.31 $5.74 $5.17 $4.65 $4.18
Cost Per Additional Hour $3.88 $3.64 $3.43 $3.22 $3.03 $2.85 $2.67 $2.51 $2.36
Average Usage 3.713 3.750 3.787 3.825 3.883 3.902 3.541 3.980 4.020
Expected Monthiy Rate $10.93 $10.49 $9.99 $9.44 $8.92 $8.31 $7.68 $T.11 $6.60
User Mix
Standard 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Light-User 0.0% 20.0% 19.0% 18.0% 17.0% 16.0% 15.0% 14.0% 13.0% 12.0%)|
[Weighted Average Subscription Rate $16.23 $15.17  $1459  $1389 $13.21 $1233  $11.38  $10.50 $9.49 $8.57
£.5% -3.8% -4.8% -4.9% -8.6% -7.7% -7.8% -9.6% -8.6%
Total AOL Subscription Revenues 127.0 181.1 253.0 3159 358.9 384.1 3854 399.2 389.3 377.5
% Change 42.5% 39.7% 24.9% 13.9% 6.7% 3.0% 1.0% -2.5% -3.0%
Carrier Fees:
Usage:
Average Subscribers 0.653 0.995 1.445 1.895 2270 2.595 2.895 3.170 3.420 3.670
% Taking Standard Pricing Plan 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Subscribers on Standard Pricing Plan 0.653 0.796 1.170 1.554 1.884 2.180 2.461 2726 2975 3.230
Average Daily Connections 08 0.9 10 1.0 1.1 1.1 1.2 12 1.3 1.3
Average Monthiy Cor ions per Average Subscrib 240 27.0 285 30.0 315 330 M5 36.0 375 390
x Average Duration of Connection (Minutes) 138 18.5 18.2 18.6 208 216 22.7 238 25.0 263
= Average Usage per Subscriber Per Month 330.0 4455 5§17.3 588.1 648.3 713.2 782.9 857.7 938.2 1.024.5
x Average Monthly Subscription Rate Per Minute {-5% per Yr) $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
x 12 = Annual Carrier Fees 51.2 70.2 1139 163.3 2074 245.4 2829 319.3 354.5 390.8
% Change 37.2% 62.2% 43.4% 27.0% 18.4% 15.2% 12.9% 11.0% 10.2%
Total AOL UK Subscription Revenuses 178.2 2513 366.8 4792 567.3 629.5 678.3 7185 7438 768.3
% Change 41.0% 46.0% 30.6% 18.4% 11.0% 7.7% 5.9% 3.5% 3.3%
Netscape Online:
Subscribers {millions):
Beginning 0.000 0.500 0.850 1.200 1.550 1.900 2.250 2.600 2.950 3.300
Additions 0.500 0.350 0.350 0.350 0.350 9.350 0.350 0.350 0.350 0.350
Ending 0.500 0.850 1.200 1.550 1.900 2.250 2.600 2950 3.300 3.650
Average 0.250 0.675 1.025 1.375 1.725 2075 2425 2775 3.125 34715
Equivatent Flat Monthly Fee $22.76 $21.05 $21.16 $21.07 $20.83 $20.22 $19.52 $18.839  $18.12 $17.44
% Change -7.5% 0.5% 0.4% -1.2% -2.9% -3.4% -3.3% 4.1% -3.7%

Source: Credit Lyonnais Securities estimates
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Exhlbit 72 AOL UK Advertising and E-Commerce Revonue Projections

Advertising and E-Commerce Fees:
Advertising:
Average Subscribers 0.903 1.670 2470 3270 3995 4.670 5.320 5.945 6.545 7.145
x Average Monthly User Sessions per Average Subscriber 240 270 28.5 30.0 315 33.0 345 36.0 375 39.0
x Average Page Views per Session 15.0 15.8 165 17.4 18.2 190 19.7 20.5 213 222
x 12 = Total Page Views in AOL Subscription Areas 38988 85220 139699 204413 275332 350866 434337 526725 628209 741760
Non-Subscription Areas
Agaregate Average Monthly Unigue Visitors 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
x Average Monthly User Sessions per Unique Visitor 3.0 32 33 38 38 39 a1 43 4.6 438
x Average Page Views per Session 75 81 85 8.9 94 9.8 10.1 10.5 1.0 1.4
x 12 = Total Page Views in Non-Subscnber Areas 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 00
Total AOL Page Views 3,898.8 85220 13,9689 20,4413 275332 350666 434337 526725 628209 74,1760
x Advertising Revenues Per Page View {(+10% Yr} $7.50 $9.00 $10.80 $12.96 $14.90 $16.39 $17.71 $19.12 $20.65 $22.30
Total Advertising Revenues 29.2 76.7 150.9 264.9 4104 574.9 7690 1,007.2 12974 16545
% Change 162.3% 96.7% 75.6% 54.9% 40.1% 33.8% 31.0% 28.8% 27.5%
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.0% 0.2% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page \iews on Commerce Sites 0.2 128 314 61.3 1032 149.0 206.3 276.5 361.2 463.6
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Total E-Commerce Purchases 0.0 26 6.8 13.8 243 36.5 526 733 9.3 132.1
x Average Purchase/Downioad Price $25.00 $26.00 $26.78  $27.58 $28.41 $2926  $30.14 $31.05 $31.98 $32.94
= Total E-Commerce Purchases ($ millions) 1.0 68.1 181.0 3806 6804 10885 15857 22750 31784 43517
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%]
= AOL E-Commerce Fees 0.1 6.8 18.1 38.1 68.9 106.3 158.6 221.5 317.8 435.2 |
% Change 6890.2% 165.6%  110.3% 81.1% 56.0% 48.4% 43.5% 39.6% 37.0%
Total Ach g and E-C Foss 203 a8 169.0 303.0 4793 681.7 9276 1,234.7 16150 2,0896
% Change 184.6%  102.3% 79.3% 58.2% 42.2% 36.1% 33.1% 30.8% 29.4%

Source: Credit Lyonnais Securities estimates

Exhibit 73: AOL UK Income Statement Projections

Revenues:
Subscription 178.2 2513 366.8 479.2 567.3 629.5 678.3 7185 743.8 768.3
Advertising, E-Commerce Fees and Other Revenues
Advertising 28.2 76.7 150.9 2649 4104 574.9 769.0 1,007.2 1,.207.4 1,654.5
E-Commerce 0. 6. 18.1 38.1 68. 106.8 158, 2215 3176 435.2
Total Advertising and E-Commerce Fees 28.3 83. 169.0 303.0 478. 681.7 927. 1,234.7 1,615.0  2,089.6 |
Total C: tid AOL UK R 207.5 334. 535.8 782.1 1,046. 1,311.3  1,608. 19533 2,358.8 2,857.9
% Change 61.3% 60.0% 46.0% 33.8% 25.3% 22.5% 21.6% 20.8% 21.2%
Costs of Revenues (128.7} (200.9) {310.8) {438.0) (565.2) {681.9) {807.0) {962.0) (1,138.1) (1.350.3)
Gross Profit 78.9 133.9 225.0 344.1 4814 629.4 798.9 991.3 1,220.7 1,507.5
% Margin 38.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.8% 50.8% 51.8% 52.8%
% Change 69.8% 68.0% 52.9% 38.9% 30.7% 26.9% 24.1% 23.1% 23.5%,
Other Operating Costs:
Sales and Marketing {40.6) (75.2) {(111.2) {147.2) (179.8} (210.2) (239.4) {267.5) {294.5) {321.5)
Sales and Marketing per Average Analog Subscriber ($45.00) ($51.75) ($54.34) ($56.51) ($58.77) ($61.12) ($63.57) ($66.11) ($68.75) ($71.50)
Product Development (24.9) (37.7) (57.6) (80.2)  (102.0) (121.3)  (140.5)  (161.1)  (182.8)  (207.2)
General and Administrative 20.8) 24.9 27.9, 30. 33.8 (35.8) (37.9) 40.2) {42.6) 45.2)
Totat {86.3) {137.7) (196.6) {258.0) (315.6) (367.2) (417.8) (468.9) (519.9) {673.9)
|EBITDA (7.4} 3.8) 284 88.1 165.9 262.2 3811 5224 700.7 933.6
% Margin -3.6% -1.1% 53% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%
% Change -48.7% -847.9%  203.3% 92.5% 58.1% 45.3% 37.1% 1% 33.2%
Depreciation and Amortization {36.2) (38.4) {45.7) (54.9) {62.2) 67.8 72.2 75.8 78.6) 80.9
Operating Income (43.6) (42.2) (17.3) 320 103.7 194.4 308.9 446.7 622.1 852.8
% Margin -21.0% -12.6% -3.2% 4.1% 9.9% 14.8% 19.2% 22.9% 26.4% 29.8%
% Change -34%  -59.0% -285.1%  224.2% 87.6% 58.9% 44.6% 39.3% 37.1%
Net interest Expense {1.6) (5.6) 8.8) (11.7) (8.4) 1.5 14.3 34.3 63.6 104.9
Pretax Im:om (45.2) {47.8) (27.1) 203 953 196.0 323.2 481.0 685.7 957.7
% Margin -21.8% -14.3% -5.1% 26% 9.1% 14.9% 20.1% 24.6% 29.1% 33.5%
% Chupe 56%  -43.3% -1750% 369.1% 105.7% 64.9% 48.8% 42.6% 39.7%)
Source: Credit Lyonnais Securities estimates
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Exhibit 74: AOL UK Margin Analysis

o SN

Gross Margin 38.0% 40.0% 42.0% 44.0% 48.0% 48.0% 49.8% 50.8% 51.8% 52.8%
Operating Costs as a % of Revenues
Sales and Marketing 19.6% 22.4% 20.7% 18.8% 17.2% 16.0% 14.9% 13.7% 12.5% 11.3%
Product Development 12.0% 11.3% 10.8% 10.3% 9.8% 9.3% 8.8% 8.3% 7.8% 7.3%
Generai and Administrative 10.0% 7.4% 52% 3.9% 3.2% 2.7% 24% 21% 1.8% 1.6%;
Total 41.6% 41.1% 36.7% 33.0% 30.2% 28.0% 26.0% 24.0% 22.0% 20.1%
|EBITDA Margin -3.6% -1.1% 5.3% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%)

Source: Credit Lyonnais Securities estimates

Exhibit 75:

AOL UK Cash Flow Projections

e

Pretax Income (45.2) (47.8) (27.1) 203 953 196.0 323.2 481.0 685.7 957.7
Depreciation and Amortization 36.2 38.4 45.7 54.2 62.2 67.8 72.2 75.8 78.6 80.9
After-Tax Cash Flow (9.0) 8.4 188 745 157.5 263.7 395.4 §56.7 7643 11,0386
Capital Spending (31.1) (50.2) (64.3) {75.0) (75.0) {75.0] 75.0 75.0) 75.0 75.0,
Free Cash Flow (40.1) (59.6) {45.7) (0.5) 825 188.7 3204 481.7 €89.3 963.6
Net Debt:

Beginning 0.0 (40.1) (99.8) (145.5)  (146.0) (63.5) 125.2 4456 927.3 16167

Ending (40.1) (99.8) (145.5) (146.0) (63.5) 125.2 4456 927.3 16167 2,580.3

Average (20.1) (70.0)  (122.6) (145.7)  (104.7) 30.9 285.4 686.5 12720 2,098.5

Source: Credit Lyonnais Securities estimates

Exhibit 76: AOL UK Depreciation Schedule

303.8

75.0

Depreciation (36.2) (38.4) (45.7) (54.2) 62.2) (67.8) (72.2) (75.8) (78.6) (80.9)
Source: Credit Lyonnais Securities estimates
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Exhibit 77: AOL UK DCF Valuation

Free Cash Flow (40.1) (59.6) 45.7) (0.5) 825 188.7 3204 4817 689.3 963.6
Add: After-Tax Interest (0 if Net Cash) 1.6 5.6 9.8 11.7 8.4 0.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF) (38.5) (54.0) (35.9) 1.1 90.9 188.7 320.4 481.7 689.3 963.6
% Change 40.2% -335% -131.0%  7155%  107.7% 69.7% 50.4% 43.1% 38.8%
Assumptions:
Terminal Growth Rate 11.0%
WACC 14.6%
Terminal 27.8x
Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8
0 1 2 3 4 5 8 7
0 1 2 3 4 5 6
0 1 2 3 4 5
0 t 2 3 4
¢ 1 2 3]
0 1 2|
0 1
0
Present Value of FCFF (38.5) 47.4) {27.6) 75 53.8 98.0 146.0 192.5 241.7 296.3
(54.0) {31.5) 86 61.3 1.7 166.4 2195 278.5 337.8
(35.9) 98 69.9 1274 189.7 250.2 3141 385.1
1.1 79.7 145.2 216.2 285.2 358.0 439.0
90.9 165.6 246.5 325.2 408.2 500.4
188.7 281.0 370.7 465.3 570.5
320.4 4226 530.4 650.4
481.7 604.7 7414
689.3 845.2
963.6
Sum of Present Value or FCFF Stream 9222 1,09563 13102 15345 17367 18762 19238 18279 15346 963.6
Presert Value of Terminal Value 9,1421 10,422.0 11,8811 13,5445 154407 17,6024 20,0668 22,8761 26.078.7 29,729.8
Ending Net Cash (Debt) 40.1 99.8 146.5 146.0 63.5 125.2 445.6 9273 16167 25803
Net Present Value 10,024.2 11,417.8 13,0489 14,9331 17,1139 19,6039 224361 256313 29,230.0 33,273.6
% Change 13.9% 14.3% 14.5% 14.6% 14.5% 14.4% 14.2% 14.0% 13.8%

Source: Credit Lyonnais Securities estimates
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AOL France

Exhibit 78: AOL France Subscription Revenue Projections

Subscription Revenues:
Subscribers (millions):
Beginning 0.150 0.465 0.865 1.265 1.665 2.015 2315 2.615 2.865 ERALY
Havas Online 0.040
CompuServe France 0.050
Additions 0.225 0.400 0.400 0.400 0.350 0.300 0.300 0.250 0.250 0.250
Ending 0.465 0.865 1.265 1.665 2.015 2315 2.615 2.865 3.115 3.365
Average 0.353 0.665 1.065 1.465 1.840 2.165 2.465 2.740 2.990 3.240
Subscription Packages:
Monthly Fee (FF35 per Mnth FY00) $16.17 $15.70 $14.92 $14.02 $13.18 $12.26 $11.28 $10.38 $9.34 $8.40
Annual Rate (FF650 per Yr FYD0) $12.53 $8.95 $8.51 $8.00 $7.52 $6.99 $6.43 $5.92 $5.32 $4.79
Light-User (FF35 per Yr FY00) $7.85 $5.79 $5.50 $5.17 $4.86 $4.52 $4.15 $3.82 $3.44 §3.10
% Change -4.0% -5.0% 6.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%
Subscriber Weighting
Monthly Fee 70.0% 70.0% 69.0% 68.0% 67.5% 67.0% 66.5% 66.0% 65.5% 65.0%,
Annual Rate 20.0% 20.0% 22.0% 24.0% 26.0% 27.0% 29.0% 31.0% 33.0% 35.0%
Light-User 10.0% 10.0% 8.0% 8.0% 6.5% 6.0% 4.5% 3.0% 1.5% 0.0%.
'Weighted Average Monthly Subscription Rate $14.59 $13.36 $12.66 $11.87 $11.17 $10.37 $9.55 $8.80 §7.92 $7.14
% Change -8.4% -5.3% -6.3% -5.9% -7.1% -71.9% -7.9% -9.9% 9.9%
Total AOL Subscription Revenues 61.7 106.6 161.8 208.6 246.6 269.4 2825 2892 284.3 2776
% Change 72.7% 51.7% 29.0% 18.2% 9.3% 4.9% 2.4% -1.7% -2.4%
Carrier Fees:
Usage:
Average Subscribers 0.353 0.665 1.065 1.465 1.840 2.165 2465 2740 2.990 3.240
Subscribers on Standard Pricing Plan 0.035 0.067 0.096 0.117 0.120 0.130 0.111 0.082 0.045 0.000
Average Daily Connections 08 [LX:] 0.9 0.9 1.0 1.0 11 1.1 1.2 1.2
Average Monthly Cq ions per Average Subscril 25 24.0 255 27.0 285 30.0 315 33.0 345 36.0
x Average Duration of C (M 10.0 120 13.2 143 15.0 15.7 16.5 17.3 18.2 19.1
= Average Usage per Subscriber Per Month (MHours) 38 48 5.6 64 71 7.9 87 9.5 105 11.5
Usage Threshold Before Additional Hourly Rate (Hours) 3.0 20 20 20 20 20 20 20 20 20
x Average Monthly Subscription Rate Per Hour (-5% per Yr) $3.80 $3.70 $3.52 $3.34 $3.17 $2.95 $2.74 $2.56 $2.35 $2.16
x 12 = Annual Carvier Fees 1.2 83 14.6 20.7 233 26.9 24.3 18.0 10.7 0.0
% Change 585.8% 76.5% 42.1% 12.2% 15.8% 9.7% -22.1% -43.6% -100.0%
Total AOL France Subscription Revenues 62.9 114.9 176.4 2294 269.8 296.4 308.9 308.2 2950 716
% Change 82.5% 53.5% 30.0% 17.6% 9.8% 3.5% 0.4% -4.3% -5.9%)|
Equivalent Flat Monthly Fee $14.88 $14.40 $13.80 $13.05 $12.22 $11.41 $10.37 $9.37 $8.22 $7.14
% Chl? -3.2% -4.1% -5.5% -6.3% -6.6% -9.1% -9.7% -12.3% -13.2%)|

Source: Credit Lyonnais Securities estimates
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Exhibit 79: AOL France Advertising and E-Commerce Reven

ue Projections

e SR e dwE 2ol

Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.353 0.665 1.065 1.465 1.840 2.165 2.465 2.740 2.990 3.240
x Average Monthly User Sessions per Average Subscriber 225 240 255 270 8.5 30.0 31.5 33.0 345 36.0
x Average Page Views per Session 10.5 121 127 133 14.0 14.5 15.1 15.7 16.4 17.0
x 12 = Totai Page Views in AOL Subscription Areas 9993 23126 41319 63130 87963 113305 140874 17,0609 202423 238040
Non-Subscription Areas
Aggregate Average Monthly Unique Visitors 04 0.5 05 0.5 0.6 0.6 0.6 07 0.7 08
x Average Monthly User Sessions per Unique Visitor 3.0 32 33 36 38 39 4.1 43 46 4.8
x Average Page Views per Session 53 5.7 60 6.3 6.6 6.8 71 74 7.7 8.0
x 12 = Total Page Views in Non-Subscriber Areas 80.3 98.4 171 1435 170.8 197.7 228.9 2624 300.9 345.0
Total AOL Page Views 1,079.7 24110 4,249.0 6,462.5 89671 11,528.2 143163 173233 20,5432 24,1490
x Advertising Revenues Per Page View (+10% Yr) $7.00 $3.40 $9.66 $10.63 $11.69 $12.62 $13.63 $14.72 $15.90 $17.17
Total Advertising Revenues 7.6 203 41.0 68.7 104.8 145.5 185.2 255.1 326.7 4147
% Change 168.0% 102.7% 67.3% 52.6% 38.8% 34.1% 30.7% 28.1% 27.0%)|
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.1% 0.2% 0.3% 0.4% 04% 0.5% 0.5% 0.6% 0.6% 0.7%
Page Views on Commerce Sites 1.1 48 1.7 226 38.1 54.8 75.2 99.6 128.4 163.0
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Total E-Commerce Purchases 0.2 1.0 25 5.1 9.0 134 19.2 26.4 35.3 46.5
x Average Purchase/Download Price $25.00 $26.00 $26.78 $27.58 $28.41 $29.26 $30.14 $31.05 $31.98 $32.94
= Total E-Commerce Purchases ($ miltions) 54 257 67.3 140.4 254.4 3926 577.7 819.5 1,128.1 15301
x AOL Commissions (%} 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E-Commerce Fees 0.5 28 8.7 14.0 254 393 57.8 81.9 1129 153.0
% Change 376.1%  161.8%  108.7% 81.3% 54.3% 47.1% 41.9% 37.8% 35.5%
Total Advertising and E-C Fees 81 28 47.8 2.7 130.3 184.3 2529 337.0 439.6 567.8
% Change 181.8%  108.3% 73.1% 57.5% 41.9% 36.9% 33.2% 30.4% 29.2%

Source: Credit Lyonnais Securities estimates

Exhibit 80: AOL France Income Statement Projections

Revenues:
Subseription 629 1149 176.4 2204 269.8 296.4 306.9 308.2 2950 2776
Advertising, E-Commerce Fees and Other Revenues
Advertising 7.6 20.3 410 68.7 104.8 1455 195.2 255.1 326.7 4147
E-Commerce 0.5 2. 6.7 14.0 254 39. 57. 819 112. 153.0
Total Advertising and E-Commerce Fees 8.1 228 47.8 82.7 130.3 184. 252! 337.0 438, 567.8
Total Consolidated AOL France Revenues 71.0 137.7 224.1 E1FX] 400.1 481, 558. 645.2 734. 845.4
% Change 93.9% 62.8% 39.2% 28.2% 20.3% 18.3% 15.3% 13.9% 15.1%)
Costs of Revenues (46.2) (85.4) (132.2) {174.8) {216.0) (255.0) (291.1) (329.1) {371.0) (422.7)
Gross Profit 249 523 919 137.3 1840 226.2 2887 316.1 363.6 4227
% Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 48.0% 49.0% 49.5% 50.0%
% Change 110.5% 75.6% 49.4% 34.0% 22.9% 18.8% 17.7% 15.0% 16.2%|
Other Operating Costs:
Sales and Marksting (15.9) {29.0) (45.1) (60.2) (71.8) {80.2) (86.8) 91.7) (95.0) (97.8)
Sales and Marketing per Average Analog Subscriber ($45.00) ($43.65) ($42.34) ($341.07) ($39.02) ($37.07) ($35.21) ($3345) (331.78)  ($30.19)
Product Development (8.2) (14.8) (23.0) (30.4) (37.0) 42.1) (46.2) {50.0) (53.3) (57.1)
Genarai and Administrative (7.1} (8.5 (9.5) (10.5) __(11.6) {12.2) (13.0) (13.8) (14.6) {15.5)
Total (31.1) (52.4) [776) _{101.1) (120.4)  (1346) (1460) (1554)  (162.9)  (170.3)
EBITDA (6.3} {0.0) 14.3 3.2 63.7 91.8 1227 160.7 200. 252.3
% Margin -8.8% 0.0% 6.4% 11.6% 15.9% 19.0% 21.9% 24.9% 27.3% 29.9%
% Change -99.6% -56378.2%  153.5% 75.9% 43.8% 1% 30.9% 24.9% 25.7%
Depreciation and Amortization {4.5) (7.2) {12.1) (16.0) {17.0) (18.4) {19.5) (20.4) {21.1) (21.7)
Operating Income (10.8) {1.2) 22 2.2 46.7 73.1 103.2 140.3 1796 230.6
% Margin -15.2% -5.2% 1.0% 6.5% 11.7% 15.2% 18.4% 21.7% 24.5% 27.3%
% Change -333%  -129.9%  838.0%  130.5% 56.7% 41.1% 35.9% 28.0% 28.4%
Net interest Expense {0.7) (2.3) 39 (4.1) (1.9) 1.7 6.2 128 217 33.4
Pretax income (11.5) (8.5) 1.8 16.2 4.7 74.8 109.4 153.1 2013 264.0
% Margin -16.2% -6.9% -0.8% 5.2% 11.2% 15.5% 19.5% 2.7% 27.4% 312%
% Change -17.1%  -81.6% -1021.2%  176.8% 67.2% 46.3% 39.9% 31.5% 31.1%

Source: Credit Lyonnais Securities estimates

Credit Lyonnais Securities February 28, 2000 88




America Online Inc. / Time Warner Inc.

Exhibit 81: AOL F

Gross Margin

Operating Costs as a % of Revenues
Sales and Marketing
Product Development
General and Administrative
Total

EBITDA Margin

35.0%

22.3%
11.5%
10.0%
43.8%

-8.8%

38.0%

211%
10.8%

6.2%
38.0%

0.0%

41.0%

20.1%
10.3%

4.3%
34.6%

6.4%

44.0%

19.3%
9.8%
3.4%

32.4%

11.6%

46.0%

17.9%
9.3%
2.9%

30.1%

15.9%

47.0%

16.7%
88%
2.5%

28.0%

19.0%

48.0%

15.5%
8.3%
2.3%

26.1%

21.9%

49.0%

14.2%
7.8%
21%

24.1%

24.9%

12.9%
7.3%
2.0%

22.2%

27.3%

50.0%

11.6%
6.8%
1.8%

20.1%,

29.9%

Source: Credit Lyonnais Securities estimates

Exhibit 82: AOL France Cash Flow Projections

Pretax Income (11.5) (9.5) (1.8) 16.2 4.7 74.8 109.4 1531 2013 264.0
Depreciation and Amortization 45 7.2 121 16.0 17.0 18.4 19.5 204 211 217
After-Tax Cash Flow (7.0) (2.4) 10.4 321 61.8 93.2 129.0 1735 2228 285.7
Capital Spending 10.7 20. {26.9) {20.0) (20.0) {20.0) {20.0) {20.0) {20.0) {20.0)]
Free Cash Flow {17.6) {23.0) (16.5) 1214 418 732 109.0 1535 202.5 265.7
Net Debt:

Beginning 0.0 {17.8) {40.6) (57.2) {45.0) (3.3) 69.9 1789 3324 534.9

Ending {17.8) (40.8) {57.2) (45.0) (3.3) 69.9 178.9 3324 534.9 800.6

Avm {8.8) (28.1) (418._9_)r (51.1) (24.2) 33.3 124.4 256.7 433.6 667.7

Source: Credit Lyonnais Securities estimates

Exhibit 83: AOL France Depreciation Schedule

Beginning PP&E 12.0 20.3 36.9 56.4 65.1 721 77 821 85.7 88.6
Capitat Spending 10.7 20.7 269 20.0 20.0 20.0 20.0 20.0 20.0 20.0
Acquired PPAE
Depreciation {4.5) (7.2) (12.1) (16.0) (17.0) {18.4) (19.5) (20.4) (21.1) (21.7)

Source: Credit Lyonnais Securities estimates
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Exhibit 84: AOL France DCF Val

Free Cash Flow (17.6) (23.0) (16.5) 12.1 418 732 109.0 153.5 202.5 2657
Add: After-Tax Interest (O if Net Cash) 0.7 23 3.9 4.1 1.9 0.0 0.0 0.0 0.0 0.9
Free Cash Fiow to Firm (FCFF) {16.9) (20.7) (12.6) 16.2 43.7 73.2 109.0 1535 202.5 265.7
% Change 22.2% -39.0% -228.6% 169.4% 67.6% 48.8% 40.9% 31.9% 31.3%
Assumptions:
Terminal Growth Rate 11.5%
WACC 14.6%
Terminal 32.3x
Years to Discount 0 1 2 3 4 5 ] 7 8 9
[} 1 2 3 4 5 8 7 8
0 1 2 3 4 5 6 7
0 1 2 3 4 5 6
0 1 2 3 4 5
0 1 2 3 4
0 1 2 3
0 1 2
0 1
]
{Present Value of FCFF (16.9) (18.1) 8.7 109 259 38.0 49.6 61.3 710 81.7
(20.7) (11.1) 125 295 434 56.6 69.9 80.9 93.2
{12.6) 14.2 3.6 494 64.5 79.7 922 106.2
16.2 383 56.3 736 90.9 105.1 1211
437 642 83.8 103.6 119.9 1380
73.2 95.6 118.1 136.7 157.3
109.0 134.7 155.8 179.4
153.5 177.6 2045
202.5 2331
265.7
Sum of Present Vailue or FCFF Stream 293.7 354.2 4273 501.5 553.3 580.9 578.8 535.6 435.5 265.7
Present Vakie of Terminal Vaiue 29281 33380 38054 43381 49454 5,637.8 6,427.1 73269  8,352.7 9.522.0
Ending Net Cash (Debt) (17.6) (40.6) {§7.2) [45.0) (3.3) 68.9 178.9 3324 534.9 800.6
Net Prasent Value 3,204.2 3,651.6 4,175.5 4,794.6 5,495.4 6,288.7 7.184.8 8,194.9 9,323.1 10,5884
% Cha 14.0% 14.3% 14.8% 14.6% 14.4% 14.2% 14.1% 13.8% 13.6%

Source: Credit Lyonnais Securities estimates

Other AOL Europe Territories

Exhibit 85: AOL Europe (Other Territories) Subacription Revenue Projections

Subscription Revenues:
Subscribers (mitlions):
Beginning 0.100 0.150 0.300 0.700 1.300 1.900 2.440 2926 3.363 3.757
Additions 0.050 0.150 0.400 0.600 0.600 0.540 0.486 0.437 0.354 0.354
Ending 0.150 0.300 0.700 1.300 1.800 2.440 2.926 3.363 3.757 4111
Average 0.125 0.225 0.500 1.000 1.600 2170 2.683 3.145 3.560 3.934
Weighted A ge Subscription Rate $25.00 $24.00 $22.80 $21.66 $20.36 $18.94 $17.42 $16.03 $14.92 $12.98
-3.0% -4.0% -5.0% -5.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%
Total AOL Subscription Revenues 375 64.8 136.8 259.9 390.9 493.1 560.9 604.8 616.2 6129
% Change 728% 111.1% 90.0% 50.4% 26.1% 13.7% 7.8% 1.9% -0.5%|
Carrier Fees:
Usage:
Average Subscribers 0.125 0.225 0.500 1.000 1.600 2170 2.683 3.145 3.560 3.934
x Average Daily Connections 05 0.7 0.8 0.8 0.9 2.9 1.0 1.0 1.1 1.1
x Average Manthly C tions per ge St i 15.0 210 25 24.0 255 2790 28.5 300 315 330
x Average Duration of Connection (Minutes 12.0 145 16.0 17.2 18.1 19.0 19.9 209 220 2341
= Average Usage per Subscriber Per Month 180.0 304.5 358.9 4134 461.2 5128 568.3 628.1 692.5 7618
x ge Monthly Subscription Rate Per Minute (-5% per Yr) $0.02 $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
x 12 = Annual Carrier Fees 5.4 15.6 389 80.6 120.5 176.7 216.7 252.6 283.8 310.5
% Change 189.3%  148.8%  107.4% 60.7% 35.7% 23.3% 16.6% 12.3% 9.4%
Total Other AOL Europe p 429 80.4 175.7 340.5 5204 668.9 e 8574 900.0 9234
% Change 87.5%  118.4% 93.8% 52.8% 28.5% 16.3% 10.3% 5.0% 2.6%

Source: Credit Lyonnais Securities estimates
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Exhibit 86: AOL Europe (Other Territories) Advortlsmg and E-Comrnerce Revenue Prujectlons

Advertising and E-Commerce Fees:
Advertising:
Average Subscribers 0.125 0.225 0.500 1.000 1.600 2170 2.683 3.145 3.560 3.934
x Average Monthly User Sessions per Average Subscriber 15.0 21.0 25 240 255 270 285 30.0 315 330
x Average Page Views per Session 1.0 121 13.3 14.0 147 15.3 15.9 16.5 17.2 17.9
x 12 = Total Page Views in Subscription Areas 2475 686.1 17969 40249 71845 107299 145636 186869 231025 278148
Non-Subscription Areas
Aggregate Average Monthly Unique Visitors 11 1.2 1.3 1.4 16 16 1.7 1.8 1.9 2.0
x Average Monthly User Sessions per Unique Visitor 33 35 3.7 4.0 42 4.4 47 49 51 54
x Average Page Views per Session 54 58 8.1 6.4 6.8 7.0 7.3 76 7.9 8.2
x 12 = Total Page Views in Non-Subscriber Areas 235.2 3004 364.3 446.2 5313 615.0 711.8 816.2 935.8 1.073.0
Total AOL Page Views 482.7 986.5 2,161.2 44711 7,7158 11,3448 152755 19,5031 24,0384 28,8878
x Advertising Revenues Per Page View (+10% Yr) $6.70 $8.04 $9.65 $11.58 $13.31 $14.65 $15.82 $17.08 $18.45 $19.93
Total Advertising Revenues 3.2 79 209 518 102.7 166.2 2416 333.2 435 §75.6
% Change 145.2% 162.9% 148.3% 98.5% 61.7% 45.4% 37.9% 33.1% 29.8%|
E-Commerce Fees:
Commerce Site Page Views—% of Totat Annual Page Views 0.1% 0.1% 0.2% 0.3% 0.5% 0.6% 0.8% 0.9% 1.1% 1.2%
Page Views on Commerce Sites 04 1.2 49 14.5 36.7 70.9 118.4 180.4 258.4 3394
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 25% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%]
= Total E-Commerce Purchases 0.1 0.3 1.0 33 86 17.4 30.2 478 AR 96.7
x Average Purchase/Download Price $25.00 $26.00 $26.78 $27.58 $28.41 $20.26 $30.14 $31.05 $31.98 $32.94
= Total E-Commerce Purchases ($ millions) 1.8 6.6 28.0 90.2 244.7 508.4 909.9 1,484.2 2,272.4 3.186.2
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%)
= AQL E-Commerce Fees 0.2 0.7 23 9.0 24.5 50.8 1.0 1434 227.2 318.6
% Change 263.1% 326.0% 2221% 171.3% 107.7% 79.0% 63.1% 53.1% 40.2%
Total Advertising and E-Commaerce Fees 4 86 237 60.8 1272 217.0 3328 481.6 870.7 894.2
% 151.5%  175.4%  157.0%  109.3% 70.6% 53.3% 44.8% 39.3% 33.3%)

Source: Credit Lyonnais Securities estimates

Exhihit 87: AOL Europe (Other Territories) Income Statement Projections

Subsalpum. o 429 80.4 175.7 340.5 5204 668.8 7776 857.4 900.0 9234
Advertising, E-Commerce Fees and Other Revenues
Advertising 3.2 7.9 209 518 102.7 166.2 2416 333.2 443.5 5756
E-Commerce 0.2 0.7 2. X 24. 50. 91.0 148.4 227.2 318.6
Total Advertising and E-Commerce Fees 34 8.6 23.7 60. 127. 217 332.6 481.6 670.7 8942
Totai Consolidated Other AOL Europe Revenuss 46, 89.0 199.3 401.. 847.4 885. 1,110.2 1,339.0 1,5708 1,817.6
% Change 92.2% 123.9% 101.3% 61.4% 36.8% 25.3% 20.6% 17.3% 15.7%
Costs of Revenues
Gross Profit X . . . X . X ¥
% Margin 30.0% 31.0% 32.0% 33.0% 34.0% 345% 35.0% 35.5% 36.0% 36.5%|
% Change 98.6%  131.2% 107.6% 66.3% 38.8% 27.2% 22.3% 19.0% 17.3%
(Other Operating Costs:
Sales and Marketing (5.6) (12.2) (25.7) (48.7) (74.1) (95.4)  (112.1)  (124.8)  (134.3)  {140.9)
Sales and Marketing per Average Analog Subscriber ($45.00) ($54.00) ($51.30) ($48.74) ($46.30) ($43.98) ($41.78) ($39.69) ($37.71)  ($35.82)
Product Development (6.7) (11.1) (21.9) (38.1) (55.0) (70.9) (83.3) (93.7)  (102.1)  (109.1)
General and Administrative {5.6) 6.7} {7.5 8.2 9.0] 9.6] {10.2) (10.8) {11.4) {12.1)]
Total (17.9) (28.9) {55.0) (95.1) (138.2) (175.9) (205.5) {229.3) {247.8) (262.1)
|EBITDA (4.0) 2.4 8.7 374 320 1297 183.0 246.0 317.7 401.3
% Margin -8.6% -26% 4.4% 9.3% 12.7% 14.6% 16.5% 18.4% 20.2% 22.1%)
% Change 327.5% 119.6% 58.1% 41.1% 34.4% 29.1% 26.3%)
Depreciation and Amortization (16.7) {15.8) (17.3) (20.0) (20.2) {20.7} {21.2) {21.5) {21.8) (22.1)]
Operating income (20.7) {18.2) {8.6) 174 618 109.0 161.8 2245 2959 3793
% Margin 44.6% -20.4% 4.3% 43% 9.5% 12.3% 14.6% 16.8% 18.8% 20.9%|
% Change 255.8% 76.2% 48.5% 38.7% 31.8% 28.2%)|
Net Interest Expense (0.5) {1.7} {3.2) (3.3) {0.2) 43 11.6 2.2 36.8 56.2
Pretax lneorm (21.2) {19.9) (11.8) 14.1 61.6 1133 173.4 248.7 3327 435.4
% Margin -45.7% -22.4% -5.9% 3.5% 9.5% 12.8% 15.6% 18.4% 21.2% 24.0%)
% Change 337.6% 83.8% 53.1% 42.2% 34.9% 30.9%
Source: Credit Lyonnais Securities estimates
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Exhibit 88: AOL Europe (Other Territories) Margin Analysis

Pretax income (21.2) (19.9) (11.8) 14.1 61.6 1133 173.4 246.7 3327 435.4
Depreciation and Amaortization 16.7 15.8 17.3 20.0 20.2 20.7 21.2 215 218 22.1
After-Tax Cash Flow (4.5) (4.1) 5.6 34.1 31.8 134.0 194.6 268.2 354.5 457.5
Capital Spending (8.3) {13.4) (23.9) (19.1) (19.1) (18.1) {19.1) {19.1} {19.1) {19.1
Free Cash Flow {12.9) {17.4) (18.3) 14.9 627 1149 175.5 249.1 3354 438.3
Net Debt:

Beginning 0.0 (12.9) {30.3) (48.6) {33.7) 29.0 143.9 319.4 568.5 903.8

Ending (12.9) (30.3) {48.6) (33.7) 29.0 143.9 319.4 568.5 903.8 1.342.2

Average {6.4) (21.6) (39.5) (41.2) {2.3) 86.4 231.6 443.9 736.2 1,1230

Source: Credit Lyonnais Securities estimates

Exhibit 89: AOL Europe (Other Territories) Cash Flow Projections

Pretax Income 12 (199) (18 14.1 61.6 1133 1734 246.7 3327 4354
Depreciation and Amortization 16.7 15.8 17.3 20.0 20.2 207 21.2 215 21.8 221
|After-Tax Cash Flow (4.5) 1) 56 3.1 318 134.0 1946 2682 354.5 4575
Capital Spending (83)  {(134) (239)  (19.)  (19.1) (19.1) (19.1) (19.1) (19.1) (19.1)
Free Cash Flow (129) (174  (18.3) 149 62.7 1149 175.5 249.1 3354 4333
Net Debt:

Beginning 0.0 (129)  (30.3) (486 (BN 290 143.9 3194 568.5 903.8

Ending (129)  (303) (486)  (33.7) 290 143.9 319.4 568.5 %038 13422
| Average 64 (216 (385 (412 2.3) 86.4 218 4439 7362 1,1230

Source: Credit Lyonnais Securities estimates

Exhibit 90: AOL Europe (Other Territories) Depreciation Schedule

Beginning PP&E 75.0 68.3 8.0 783 81.8 84.6 86.8 88.6 90.0 91.1
Capital Spending 83 134 239 19.1 19.1 19.1 19.1 19.1 19.4 191
Acquired PP&E
Depreciation (16.7) (15.8) (17.3) (20.0) (20.2) (20.7) (21.2) (21.5) (21.8) (22.1)

Source: Credit Lyonnais Securities estimates
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Exhibit 91: AOL Europe (Other Territories) DCF Valuation

= C o ... O R R
Free Cash Flow (12.9) (17.4) (18.3) 14.9 62.7 1148 175.5 2491 3354 438.3
Add: After-Tax Interest (0 if Net Cash) 0.5 1.7 32 33 02 a.0 0.0 0.0 0.0 0.0
Free Cash Flow to Firm (FCFF} {12.3) (15.7) (15.2) 18.2 62.9 1149 175.5 2491 335.4 438.3
% Change 2452% 82.7% 52.7% 41.9% 34.6% 30.7%
Assumptions:
Terminal Growth Rate 12.0%
WACC 14.8%
Terminal 35.1x
Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8
0 1 2 3 4 5 6 7
0 1 2 3 4 £l 6
0 1 2 3 4 5
0 1 2 3 4
[} 1 2 3
0 1 2
V] 1
0
Present Value of FCFF (12.3) {13.8) (11.7) 123 37.2 59.7 79.9 99.5 117.6 134.8
(15.7) {13.3) 14.0 424 68.0 91.1 1135 134.0 153.7
{15.2) 16.0 484 775 103.9 129.4 1528 175.2
18.2 55.2 88.4 118.4 147.5 174.2 198.7
62.9 100.8 135.0 168.1 198.6 2277
1149 153.9 191.7 2264 258.5
1755 2185 258.1 295.9
249.1 204.2 337.3
3354 384.5
438.3
Sumn of Present Value or FCFF Stream 503.3 587.8 688.0 801.6 893.1 846.4 947.9 880.6 719.9 438.3
Presant Value of Terminal Value 52542 59898 68284 77844 88742 10,1166 11,5329 13,1475 14,988.2 17,0865
Ending Net Cash (Debt) __(129) (30.3) (486) (33.7) 200 1439 3194 5685 9038 1.3422]
Net Present Value S5,744.7 65473 74878 85523  9,796.3 11,2069 12,8002 14,5066 16,6119 13,8671
% Cm 14.0% 14.1% 14.5% 14.5% 14.4% 14.2% 14.0% 13.8% 13.6%

Source: Credit Lyonnais Securities estimates

CompuServe Europe

Exhibit 92: CompuServe Europe Subscription Revenue Projections

[Subscription Revenues:
Subscribers (millions):
Beginning 0.750 0.825 0.925 1015 1.096 1.169 1.227 1274 1.311 1.341
Additions 0.075 0.100 0.090 0.081 0.073 0.058 0.047 0.037 0.030 0.024
Ending 0.825 0.925 1.015 1.096 1.168 1.227 1.274 131 1.341 1.365
Average 0.788 0.875 4.970 1.056 1.132 1.198 1.261 1.293 1.326 1.353
Weighted Average Subscription Rate $18.00 $17.46 $16.76 $16.09 $15.13 $14.07 §12.94 $11.9 $10.72 $9.64
-3.0% -4.0% -4.0% -6.0% -1.0% -8.0% -8.0% -10.0% -10.0%
Total Subscription Revenues 170.1 183.3 1985.1 203.8 205.5 202.2 194.2 184.7 1705 156.6
% Change 7.8% 6.4% 4.5% 0.9% -1.6% -4.0% -4.9% 1.7% -8.2%
Carrier Fees.
Usage:
Average Subscribers 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1.326 1.353
x Average Daily Connections 0.7 08 09 09 0.9 1.0 1.0 1.0 1.0 10
X AveragH y Ce ions per Averags Subscriber 19.5 24.0 255 27.0 278 285 29.3 30.0 300 300
x Aversge Duration of Connection (Minutes) 120 145 16.0 17.2 18.1 18.0 199 209 220 231
= Average Usage per Subscriber Per Month 2340 348.0 406.7 465.1 501.9 5413 583.3 628.1 659.6 6925
x Average Monthly Subscription Rate Per Minute (-5% per Y1) $0.02 $0.02 $0.02 $0.02 $0.00 $0.01 $0.01 $0.01 $0.01 $0.01
x 12 = Annuat Carrier Fees 442 69.4 85.5 95.7 99.7 102.4 103.7 103.8 100.7 971
% Change 57.0% 23.1% 12.0% 4.2% 27% 1.2% 0.2% -3.0% -3.6%|
Total CompuServe Europe Subscription Revenues 2143 2528 2806 289.5 305.3 3046 2979 288.5 2.2 2537
% Change 17.9%  11.0% 6.8% 1.9% 0.2% -2.2% 3.1% -6.0% $.9%

Source: Credit Lyonnais Securities estimates
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rojections

Exhibit 93: CompuServe Europe Advertising Revenue P

Advertising and E-Commerce Fees:

Advertising:
Average Subscribers 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1.326 1.353
x Average Monthly User Sessions per Average Subscriber 195 240 255 27.0 278 285 293 30.0 30.0 30.0
x Average Page Views per Session 14.3 15.7 17.3 18.2 19.1 19.8 206 215 22.3 23.2
x 12 = Total Page Views in Subscription Areas 26351 39640 51359 62132 71839 81290 9,0568 99850 106542 113049
x Advertising Revenues Per Page View (+10% Yr) $5.50 $6.33 $7.27 $8.36 $9.20 $9.94 $10.73 $11.59 $12.52 $13.52
Total Advertising Revenues 145 25.1 r4 52.0 662 80.8 97.2 187 1334 152.8
% Change 73.0% 43.0% 39.1% 27.4% 22.0% 20.3% 19.1% 15.2% 14.6%
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 04% 04% 05% 0.5%
Page Views on Commerce Sites 1.3 4.0 7.7 124 180 244 3.7 39.9 479 56.5
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%)
= Total E-Commerce Purchases 03 08 1.7 28 42 6.0 8.1 106 13.2 16.1
x Average Purchase/Download Price $40.00 $41.60 $42.85 $44.13 $45.46 $46.82 $48.23 $49.67 $51.16 $52.70
= Total E-Commerce Purchases ($ milions) 10.5 33.8 71.0 1234 1921 279.7 3898 525.7 6746 848.9
x CompuServe Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= E-Commerce Fees 1.1 3.4 7.4 12.3 192 28.0 39.0 52.68 67.5 84.9
% Change 220.7%  108.8% 73.9% 55.7% 45.6% 39.3% 34.9% 28.3% 25.8%
Total Advertising and E-Commerce Fees 158.§ 285 44.5 64.3 854 108.8 136.2 168.3 2008 2317
% Change 83.0% 56.2% 44.7% 328% 27.3% 25.2% 23.6% 19.3% 18.4%)

Source: Credit Lyonnais Securities estimates

Exhibit 94: CompuServe Europe Income Statement Projections

Revenues:
Subscription 2143 252.8 280.6 299.5 305.3 3046 297.9 288.5 271.2 253.7
Advertising, £-Commerce Fees and Other Revenues
Advertising 145 25.1 374 52.0 66.2 80.8 97.2 115.7 1334 1528
E-Commerce 1 34 7. 12. 19.2 28.0 39.0 52.6 67.5 849
Total Advertising and E-Commerce Fees 16. _28.5 445 64. 854 108.8 136.2 168.3 200.8 2377
Total C C: ve Europ 229.9 281.2 3285.0 383.¢ 390.7 434 434.0 458, 4720 4914
% Change 22.3% 15.6% 11.9% 74% 5.8% 5.0% 5.2% 3.3% 4.1%|
Costs of Revenues {147.1) (168.7) {188.5) {203.7) (211.0) (215.0) {221.4) {228.4) (231.3) {235.9
Gross Profit 828 1125 136.5 160.1 179.7 198.4 2127 2284 240.7 255.5
% Margin 36.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.0% 50.0% 51.0% 52.0%]
% Change 35.9% 21.4% 17.3% 12.3% 10.4% 7.2% 7.4% 5.4% 6.1%
Other Operating Costs:
Sales and Marketing (23.6) (25.6) @r.n (29.3) (30.9) (32.0) (32.7) (33.1) (23.3) (33.3)
Sales and Marketing per Average Analog Subscriber ($30.00) ($20.25) ($28.52) ($27.81) ($27.25) ($26.70) ($26.17) (32565 ($25.13) ($24.63)
Product Development (26.4) (30.2) (33.3) (35.5) (36.1) (36.2) (35.8) (35.4) (34.2) (33.2)
General and Administrative (23.0) (27.6) (30.9) {34.0) {37.4) (39.6) (42.0) (44.5) (47.2) (50.0
Total {73.0} (83.4) (91.9) 96.8) (104.4) (107.8) (110.5) (113.1) (114.7) 116.5
|EBITDA 9.7 2.1 448 613 753 90.6 102.4 115.3 126.0 139.0
% Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 252% 26.7% 28.3%
% Change 199.5% 53.5% 37.3% 22.9% 20.3% 12.7% 12.9% 9.2% 10.3%|
Depreciation and Amortization {17.4) (22.7} (26.5) (28.0) {28.1) (28.8) (29.2) (29.6) (29.9) {30.2)i
Operating Income (7.8) 64 18.1 332 471.2 619 72.9 857 96.0 108.8
% Margin -3.3% 2.3% 5.6% 9.1% 12.1% 15.0% 16.8% 18.8% 20.3% 22.1%
% Change 184.0% 83.4% 41.9% 31.1% 17.8% 17.6% 12.1% 13.3%
Net interest Expense an_ (2.7) 2.7} (0.9} 15 4.5 8.4 13.1 18.6 25.0
Pretax income (8.8} 3.7 154 23 4387 66.4 1.3 98.8 114.6 1338
% Margin -3.8% 1.3% 4.8% 8.9% 12.5% 16.1% 18.7% 21.6% 24.3% 27.2%]
% wa 314.7% 109.2% 50.8% 36.3% 2_2.4% 21.5% 16.1% 16.7%

Source: Credit Lyonnais Securities estimates
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Exhlbit 95: CompuServe Europe Margin

Gross Margin 36.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.0% 50.0% 51.0% 52.0%
Operating Costs as a % of Revenues
Sales and Marketing 10.3% 9.1% 8.5% 8.1% 7.9% 7.7% 7.5% 7.3% 71% 6.8%
Product Development 11.5% 10.8% 10.3% 9.8% 9.3% 8.8% 8.3% 7.8% 7.3% 6.8%)
General and Administrative 10.0% 9.8% 9.5% 9.3% 9.6% 9.6% 9.7% 9.7% 10.0% 10.2%
Total 31.8% 29.7% 28.3% 27.2% 26.7% 26.1% 25.5% 24.8% 24.3% 23.7%)|
{EBITDA Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 25.2% 26.7% 28.3%)

Source: Credit Lyonnais Securities estimates

Exhibit 96: CompuServe Europe Cash Flow Projections

Pretax Income 8.8) 37 154 323 48.7 66.4 81.3 98.8 1146 133.8
Depreciation and Amortization 17.4 27 26.5 28.0 28.1 288 29.2 296 29.9 30.2
After-Tax Cash Flow 3.6 254 M9 80.3 789 95.2 1105 1284 1446 164.0
Capital Spending {36.8) (36.6) (32.5) (26.0) (26.0} {26.0) (26.0) {26.0) (26.0) (26.0)]
Free Cash Flow (28.2) (10.1} 94 343 50.9 89.2 84.5 1024 118.6 138.0
Net Debt.

Beginning Q.0 (28.2) (38.3) {28.9) 5.4 56.3 125.5 2100 3124 431.0

Ending (28.2) (38.3) {28.9) 54 56.3 125.5 210.0 3124 431.0 569.0

Average (14.1) (33.3) {33.6) {11.7) 30.8 90.9 187.8 261.2 371.7 500.0

Source: Credit Lyonnais Securities estimates

Exhibit 97: CompuServe Europe Depreciation Schedule

Beginning PP&E 50.0 76.8 98.0 1109 1147 1178 120.2 122.2 1237 125.0
Capital Spending 368 366 325 26.0 260 26.0 26.0 26.0 26.0 26.0
Acquired PPAE

Depreciatio {17.4) ‘2_2.7) 126.5! {28.0) {28.1) ‘28.8! 29.2) (29.6) (29.9)

Source: Credit Lyonnais Securities estimates
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